International gold and dollar flows by anonymous
International Gold and Dollar Flows
THE INTERNATIONAL RESERVE POSITIONS
of many foreign countries were under pres-
sure in 1957. Aggregate gold and dollar
holdings of foreign countries and interna-
tional institutions nevertheless rose $65 mil-
lion to $32.7 billion, less than one per cent
below the record level of September 1956.
After declining earlier in the year, holdings
rose $375 million in the fourth quarter, and
continued to increase in early 1958.
The international flow of gold and dollars
changed frequently. The reserve losses of
some Western European countries connected
with the Suez crisis continued into the first
quarter of 1957. In the third quarter a wave
of exchange rate speculation, affecting in
particular the pound sterling, cut even
deeper into the gold and dollar holdings of
some Western European countries. This
movement was halted and to some extent re-
versed in the fourth quarter.
Many countries suffered reserve losses
because of inflationary pressures. In France,
India, and Japan, the decline in reserves plus
the losses covered by drawings on the Inter-
national Monetary Fund and, for France, on
the credit facilities of the European Pay-
ments Union, ranged from 40 to more than
60 per cent of official reserves at the begin-
ning of the year.
By the year-end many countries had taken
new steps to bring inflationary pressures
under control and, with the ending of the
world-wide investment boom, most indus-
trialized countries had achieved financial
stability.
GOLD AND DOLLAR HOLDINGS









The United States gold stock rose in 1957
to $22.9 billion, the highest level since
January 1953; it declined early in 1958 as a
result of purchases by countries that lost
gold in 1957.
Foreign countries and international insti-
tutions sold $772 million of gold to the
United States in 1957, but added $147 mil-
lion to their dollar holdings. Foreign coun-
tries purchased $690 million of gold for their
reserves from new production and other
sources. Many countries obtained dollars
through transactions with international insti-
tutions. Twenty countries drew on their
quotas with the International Monetary
Fund for a total of $913 million net.
Canada and many European countries in-
creased their gold and dollar holdings in
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1957, and some European countries that lost
reserves earlier in the year retrieved much of
their losses in the fourth quarter. In con-
trast, the holdings of nearly all non-Euro-
pean countries declined. The principal ex-
ceptions were some major oil-producing
countries, and a few countries that received
aid from the United States Government or
benefited from particularly favorable export
positions.
The United Kingdom and most Continen-
tal European countries that had payments
deficits nevertheless maintained the liberal-
ization of international trade achieved in
previous years. Several countries with pay-
ments surpluses extended the degree of liber-
alization, and Italy and Germany further
reduced limitations on capital transactions.
On the other hand, some countries experi-
encing heavy reserve losses restricted im-
ports, in addition to adopting measures of
financial restraint; and a few countries tight-
ened restrictions on capital movements dur-
ing the period of speculative pressures.
TRANSACTIONS WITH THE UNITED STATES
United States exports and imports of goods
and services were larger in 1957 than in
1956, exports by 12 per cent and imports by
4 per cent. During the second half of the
year, however, exports declined from earlier
peaks while imports changed little; the
United States export surplus was therefore
very large in the first half and then gradually
diminished.
The outflow of private and Government
capital from the United States also was
larger than in 1956, but the increase was not
sufficient in the first three quarters of the
year to offset the rise in the export surplus.
Recorded investment of foreign capital in
the United States declined during the year.
SELECTED COMPONENTS OF UNITED STATES
BALANCE OF PAYMENTS


































1 Excludes military transfers under grants.
2 Includes remittances, pensions, and military expenditures abroad.
3 Includes other short-term claims.
4 Excludes military grants.
5 As shown in table on p. 367.
SOURCES.—Net transfer of gold and dollars, Federal Reserve;
other series, U. S. Department of Commerce.
Unrecorded payments to the United States
(appearing in balance-of-payments statistics
as "errors and omissions") were very large
in the first three quarters. On balance, there
was a net transfer of gold and dollars to the
United States in the first three quarters, and
a net transfer of dollars to foreign countries
in the fourth quarter of the year.
Outflow of private capital. The net outflow
of private capital from the United States
reached a record $3 billion in 1957, 2 per
cent more than in 1956. About half of the
total went to Canada and Venezuela.
Direct investments in foreign branches
and subsidiaries of domestic corporations ac-
counted for two-thirds of the outflow; the
remainder represented bank credit and new
security issues. Private investors in the
United States also provided substantial
amounts of capital to foreigners in conjunc-
tion with loans of the International Bank for
Reconstruction and Development.
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The increase of $560 million in commer-
cial bank credit extended to foreigners
equaled the growth in 1956, and was almost
evenly divided between short- and medium-
term claims. The growth in short-term
claims was mainly in acceptance credits to
finance United States exports and the storage
or shipment of goods abroad.
Government loans and grants. The outflow
of United States Government capital (net
loans and nonmilitary grants) rose $250
million to $2.6 billion. The increase was
attributable to growth of Government loans
and other claims; there was a slight decline
in nonmilitary grants.
Disbursements by the Export-Import
Bank were larger than in 1956, primarily
because of the disbursement of $250 million
on a loan to the United Kingdom. Short-
term Government claims on foreign coun-
tries rose $300 million more than in 1956
with expansion of net receipts of foreign cur-
rencies from the agricultural surplus dis-
posal program.
Foreign investments. Approximately $340
million in private foreign capital, 35 per cent
less than in 1956, was invested in long-term
assets in the United States other than Gov-
ernment securities. Foreigners were net
sellers of United States corporate stocks dur-
ing the last half of the year, for the first time
since 1950.
Unrecorded payments to the United States
were larger than in 1956. There was an
inflow of $ 1 billion in the first three quarters
of 1957, but an outflow of $200 million in
the fourth quarter. These figures appear to
indicate a change in the direction of unre-
corded capital movements.
GOLD MOVEMENTS
Official gold holdings of foreign countries
(excluding the U.S.S.R. and other Eastern
European countries) increased an estimated
$430 million in 1957 compared with an in-
crease of $310 million in the previous year.
Foreign monetary authorities added an
estimated $690 million to their holdings
from new production and other sources; they
sold $172 million net to the United States
and transferred $88 million to the Inter-
national Monetary Fund. Gold holdings of
the Fund declined $512 million, however, as
the Fund sold gold to the United States to
meet dollar drawings by member countries.
New production. Foreign gold production
(excluding the U.S.S.R.) rose in 1957 about
$45 million to an estimated $975 million,
reflecting almost entirely increased South
African output. In the first half of the year
a considerable portion of the new production
was added to official reserves, but in the
last half the greater part was diverted to
private holdings, apparently because of in-
creased hoarding demands. Production in
the United States amounted to $64 million,
about the same as in each of the preceding
three years.
Sales to the United States. The Interna-
tional Monetary Fund sold $600 million of
gold to the United States and foreign mone-
tary authorities sold $172 million net. The
largest sales were by Argentina ($75 mil-
lion), Spain ($31 million), the Netherlands
($25 million), and the Philippines ($22 mil-
lion). There were only a few small pur-
chases from the United States.
The inflow of gold had an expansionary
effect on commercial bank reserves in this
country; over two-thirds of the impact oc-
curred in the first half of the year. Offsetting
Federal Reserve open market operations
served to keep the level of member bank
reserves consistent with the policy of mone-
tary restraint followed during the first three
quarters of 1957.
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DOLLAR HOLDINGS
Foreign and international dollar holdings
rose $147 million in 1957. Private holdings
increased while official foreign holdings and
those of international institutions declined.
The bulk of foreign holdings consists of
bank deposits, Treasury bills, and other
United States Government securities. In the
past year, however, holdings in these forms
declined, as the table shows. The increase
occurred in other short-term assets, mainly
bankers' acceptances and commercial paper.
TRANSFERS OF GOLD AND DOLLARS
TO FOREIGNERS, 1957
1
[Net transfers from, or to (-), the United States,
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Deposits

















































1 Includes international institutions.
2 Represents mainly bankers' acceptances and short-term com-
mercial paper.
At various times, and especially in early
1958, changes in the form of short-term
dollar holdings appear to have followed
changes in the yields on various types of
assets. For instance, acceptances held for
foreign account at Federal Reserve Banks
rose in December 1957 and January 1958,
as a rapid decline in the Treasury bill rate
increased the yield advantage on accept-
ances. In early 1958 foreign holdings of
time deposits rose as yields on both Treasury
bills and acceptances continued to fall.
REGIONAL CHANGES IN GOLD AND
DOLLAR HOLDINGS
Eight European countries added to their
gold reserves and dollar holdings in 1957.
Three others—Belgium, the Netherlands,
and the United Kingdom—in which infla-
tionary pressures and a speculative outflow
of capital led to gold and foreign exchange
losses in the first nine months of the year,
increased their holdings in the last quarter
with the return of more stable conditions.
Almost all of the less industrialized coun-
tries lost gold and dollars. Some of these
countries were attempting to carry out in-
vestment programs initiated under more
favorable circumstances; in many of them
domestic prices increased 10 per cent or
more, and in almost all of them imports were
at record levels.
Germany, Italy, Austria, and Norway in-
creased their holdings by one-fifth or more.
German holdings rose $770 million, and
after allowance for German purchases of
$175 million of International Bank notes
the increase was comparable to that in 1956.
"Hot money" flows, primarily associated
with speculation on an upward revaluation
of the German mark, contributed in the third
quarter to large gains in German reserves
and to losses by other European countries,
in particular the United Kingdom and the
Netherlands. In the ensuing months these
flows were reversed.
France, the principal deficit country in
Europe, lost virtually all of its remaining
official reserves aside from gold held by the
Bank of France. France also utilized credits
totaling $440 million from the International
Monetary Fund and the European Payments
Union, an acceptance credit of $100 million
from commercial banks in the United States,
and part of the foreign exchange balances of
French commercial banks. The total de-
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terioration in its net gold and foreign ex-
change position exceeded $1 billion.
By early 1958 the French Government
had undertaken to limit the size of the budget
deficit and imposed restraints on the supply
of credit. As part of the stabilization pro-
gram, substantial foreign assistance was
made available to France.
The gold and dollar holdings of the
United Kingdom, after some recovery during
the first half of the year from the impact of
the Suez crisis, fell in the third quarter,
mainly because of exchange rate speculation.
To restore confidence in sterling and bring
creeping inflation to an end, Bank rate was
raised from 5 to 7 per cent in September,
and other monetary and fiscal restraints were
tightened. Thereafter sterling exchange
rates strengthened and gold and dollar hold-
ings increased.
Almost all countries of the outer sterling
area drew down sterling balances to meet
deficits. Australia, which benefited from
strong exports of wool, was a notable excep-
tion. India utilized nearly $500 million in
foreign exchange assets, in addition to $200
million drawn from the Fund.
Canada and Venezuela added substan-
tially to their gold and dollar holdings until
the fourth quarter, when their holdings de-
clined. The inflow of private capital from
the United States fell in the second half of
the year. Eight other major trading coun-
tries in Latin America showed declines, if
account is taken of Fund drawings and the
special financing arranged to enable Colom-
bia to reduce commercial arrears. In six of
these countries, increases in the cost of living
exceeded 12 per cent during 1957.
Holdings of most Asian countries de-
clined, but those of Thailand and of some
major oil-producing countries increased. In
Japan credit restraint, including an increase
in the discount rate, halted inflationary ten-
dencies and, coupled with tightened import
restrictions, ended the drain on reserves. In
the last months of the year, Japan's reserves
rose despite a fall in sterling trade credits.
Detailed statistics on the gold and dollar
holdings of foreign countries and interna-
tional institutions are given on page 367.
FOREIGN GOLD AND DOLLAR HOLDINGS
SELECTED ARIAS
Billions of dollars






19S3 1955 1957 1953 1955 1957
Federal Reserve Bulletin: March 1958246 FEDERAL RESERVE BULLETIN • MARCH 1958
INTERNATIONAL SOURCES OF FUNDS
A number of countries were assisted in meet-
ing temporary deficits in their international
payments by drawing on the resources of
international and regional organizations as
well as by borrowing from governmental
and private sources of capital.
The United Kingdom was better able to
weather the speculation against sterling in
the third quarter of 1957 because in late
1956 the International Monetary Fund had
provided a drawing and a standby arrange-
ment totaling $1.3 billion and the Export-
Import Bank had granted a credit line of
$500 million. After acting in September to
stop the reserve drain, the United Kingdom
buttressed its reserves by drawing $250 mil-
lion of the Export-Import Bank credit and
obtaining the equivalent of a loan of $180
million through postponement of payments
of principal and interest due the United
States and Canada on loans made in 1945.
It also renewed its standby arrangements
with the Fund and the Export-Import Bank.
France drew the first half of its Fund
quota ($263 million) and utilized credits of
$176 million from the European Payments
Union. In January 1958 a Fund standby
arrangement of $131 million and European
Payments Union credits totaling $250 mil-
lion were made available to meet future
French deficits, and at the same time the
United States gave France an option to post-
pone payments on certain loans.
Net drawings from the Fund in 1957
amounted to $913 million, of which more
than one-half was drawn by non-European
countries. At the beginning of 1958, Fund
resources readily available to member coun-
tries (excluding the United States, Canada,
and Germany, Fund creditor countries)
may be estimated at $1.5 billion, or 7 per
cent of their gold and dollar holdings. Of
this sum, $1 billion represents amounts avail-
able to countries under existing standby ar-
rangements and the remainder the unused
portion within the first half of the quotas of
these countries. The Fund's attitude toward
drawings within the first half of a member's
quota has been liberal, provided the member
makes reasonable efforts to solve its financial
problems.
Since 1950, Western European countries
have been able to borrow from the European
Payments Union. Nearly all of the debts
outstanding in early 1958 had their counter-
part in credits granted to the Union by other
members, principally by Germany ($1 bil-
lion), Belgium, and the Netherlands. After
settlement of the deficits and surpluses for
1957, seven countries with over-all deficit
positions had aggregate unused borrowing
rights of $777 million, including the recent
credits to France.
Countries in deficit also received credits
directly from countries with strong balance-
of-payments positions. In 1957 six Latin
American countries renewed, but did not
draw on, exchange agreements with the
United States Treasury. Chile obtained a
credit from the Export-Import Bank in con-
nection with its stabilization program, and
Colombia received a loan to assist in the
settlement of payments arrears. The Neth-
erlands received a short-term credit of $80
million from the German central bank.
Private capital contributed toward inter-
national payments stability in 1957, al-
though at times speculative movements ac-
centuated the foreign exchange difficulties of
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some countries. Commercial banks in the
United States renewed lines of credit to
Brazil, as well as credits to Chile and Peru
made available in conjunction with Treasury
exchange agreements and Fund standby ar-
rangements. They also made loans to Co-
lombia to help in settling arrears, and to the
Philippines.
German commercial banks extended cred-
its of more than $100 million to the Gov-
ernments of Belgium and the Netherlands.
The discount rate policies of leading Euro-
pean countries facilitated the outflow of
capital from Germany; interest rates in Ger-
many, accompanying two reductions in the
discount rate, declined, while those in most
other European money markets rose or re-
mained high.
The international means of payment at a
country's disposal thus often exceed its re-
ported reserves. In recent years supple-
mentary sources of foreign exchange have
become increasingly available to countries
having international payments difficulties,
especially when they adopt effective meas-
ures to restore internal financial balance.
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